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Dear

We have considered your reguest for advance approval of your employver-related
grant-making program under section 4245 {g)ti} of the Internal Revenue Code,
dated Decambear 18, 200B8.

Our records indicate that W was recognized as exempt from Faderal income Ltax
under section 501l{c) [3) of the Code and thnat it is classified as a private
foundation as defined in section S0%{a).

Your letter indicates that W will operate a grant-making program called Y.

The purpose of ¥ is5 to make scholarship awards under an employer-related
grant program to benefit the dependent children of employees at X, Y is to
help eligible individuals solely for the purpose of making it financially
possible te obtain an education.

The scholarships will bBe administered by 2 which is an exempt organization
under Ssction 501{e) {3} of the Internal Bevenue Code or a similarx
arganization. Y will be awarded to dependent childzen of full-time employvess
af ¥ whe have a minimam of one year of service with ¥ as of the application
deadline date. There will be no other eligibility requirements related ta
employment with X, Dependent children are defined as naturally and legally
adopted children or stepchildren age 25 aor younger liwving in the employee's
household or primarily supported by the employee.

Perscns eligible for the scholarship are dependent children: (1] who are high
schocl sehiors or graduates whe plan to enrell, or students who are already
enrolled in a full-time uwndergraduate course of study at an accredited two cr
four-year college or university, or voecational-technical school, and (2] meeat
the minimum standards for admission te an educaticnal institution for which
the schelarships are available. The educaticnal institution must normally
maintain a regular faculty and curriculum and normalily have a regularly
enrolled body of students in attendanse at the place where itz educaticnal
activizies are carried on, within the meaning of IRC section
1704k {2y {A) (110,




The selection of individual schnclarship recipients will be made by a
gelaction committes deasignated by . Awards will be made solely in the arder
recommended by Z, and only the selection committes can vary the amounts of
schelarships awarded., W may reduce but may not increase the number of
scholarships recommended by the selection cemmittes. Scholarships may be
granted to dependents of exempt and nen-exempt employees based on the number
of applicatiens submitted in each employes group. W may reguire the
selection committee to forward to W the selecticons made by the selecticon
committee for the purpose of verifving the selecticn criteria followed by the
selection committee in considering the candidates and in meking its
selections comply with these scholarship award procedures. The selectian
commities will be totally independent of W and ¥ except for the participation
on The committee, Selecticn committee members will not be in a position to
derive a private kenefit, directly or indirectly. HNo member of the selection
commitree will be a former employee of W or X, but will consist of
individuals knowledgeable in the education field so that they have the
background and knowledge to properly ewvaluate the potential applicants.

The criteria for selegting scholarship recipients are as follows:  {1)
selection of recipients will ke kased on obkjective standards coupletely
unrelated to the employment of the applicants or their parents/guardians or
to X's line of business. The objective standards may include pricr academic
performance and future potential, performance on tests designed te mneasure
akbility and aptitude for higher sducaticn, leadership and participatien in
school and community activities, work experience, unusual perscnal or family
circumstances, recommendations from instruoctors or other persons unrelated to
the candidate, and conclusisns drawn from personal incerviews as to
motivaticon and character. Financial need may be considered in the future as
a standard for determining the recipient. Applicants will be regquired to
gubmit a complete hiocgraphical record, supperting materials, including
academic report, information relazing to woerk history, community invelwvemsnt,
statement of educational and career aspirations and goals, a2 personal
statement and letters cf refersnce.

Bpolicante will ke soliclted through X's newsletters, emails, and/or intranet
directed to all full-time employees of . W will be the organization
identified as the granter of the schelarships. Public anhouncements of
gcholarships will be made by the selection committes or W.

Scholarships will be available for all courses of study. There will be no
conditicns on what the recipient must study in order to receive the
scholarship.

Bach recipient will receive a letter sent by 2, which will cutline the terms
and conditions of the scholarship. The recipient will be reguired teo
communicate his/her acceptance by returning a signed copy of the letter,
accepring the rerms and conditiens of the scholarship, to 2. The terms and
conditions will include the specific purpose of the schoelarship, its
duration, the total amount of the scheolarship, requirements for submitting
reports and documentaticn, including due dates for submitting repcrts and
documaents. The reclplent will be advised in the letter that the amounts
granted may onhly be used for hissher Tuition and fees required for enrollment
{including reoom and beard] or attendance at the educaticnal institution and
feas, books, supplies, and equipment required for courses of instruction at
the educaticnal institution. The recipient will be told if any peortion of
the scholarship is not =0 azed, it must be returned to W.

Scholarships may ke pald directly to the recipient by &, or to the applicable
aducational institutian on benalf of the recipient. Ho payment will be made
to an sducational institution unless the educational institutien agrees to
use the grant to pay the recipient's expenses conly if the recipient i=
anrelled in good standing at the edacational iastitutioan,



2 will confirm a recipient's enrollment and arrangs to receive a report of
the reciplient's courses taken and grades received in each academic period.
The report must be verified by the edumational institution attended by the
recipient and will be oktained at least cnce a year. A final report will be
ebtained uvpon completion of the course of study at the educaticnal
institution. This cenfirmaticon and verificatzicon procedure will not ke
conducted if the scholarship is awarded directly to the educaticnal
institution.

W will review each report submitted by 2 and/or the recipient to determine if
the scholarship purpecses are being or have been fulfilled., W will leock into
any questicns that have heen raised requiring further examination or
investigation. The investigation will occur when the reports indicate any er
all of the scholarship funds are peing used for purpeses other than the
intended purpose far the scholarship. This will include the failure ta
submit reports after a reasonable time has elapsed from Ttheir due date, I W
determines any part of the scholarship has been used for improper purposes, W
wil®: take all reasonable and appropriate steps te recover diverted funds or
insure the restaratisn of diverted funds and the dedication of the other
scholarship funds held by the grantee. If W determines any part of the
scholarship has been used for improper purposesa and the recipient has not
previously diwerted scholarship funds, W will withhold ferther payments on
the particular schelarship until: (l1it bas received the recipient's
assurances tnat future diversions will not occur, (2)any delinguent reports
have been submittred, and (3]it has required the recipient to take
extraordinary precautien to prevent future diversion from cccurring. TIE W
determines any part of the scholarship has been used for improper purposes
and the regipient haz previcusly diverted scholarship funds, W will withhold
further payment until the three preceding conditions have been met and the
diverted funds have been recovered or restored,

W will retain records pertaining te all scholarships to individuals. These
regords wil) include all informaticn W secures te evaluate the gqualifications
of potential recipients, identificatien of recipients, specification of the
amount angd purpoese of each scheolarship and any feliow-up informsastion which W
obtains in complying with the reguirements for cotaining reports and
investigating Jjeopardized grants.

once the schelarship is awarded it will net be terminated if the recipient’s
parent or guardian terminates empleyment with X. There will be no sxpress ar
implied sucgestion, conditicn or reguirement that the recipient’s parent or
guardian render future services. The program will not be a means of
incentive to recruit employees,

Rengwal of the schelarship will be determined on a @ase by case basis. The
awards may be zenewed up to three years or until a bacheler's degree is
aarned, which ever occours first, provided the pre-~determined cumulative grads
point average has been maintained. The renewal is not dependent on the
recipient’s parent or guardian still being emploved by XK.

Sections 4%45{a) and (b)) of the Code impecse certain excise taxes on “taxakbkle
expenditures” made by a private foundsaticn.

SFection 4%45(d) (3] of the Cocde provides that the term “tazable expenditure”
means any amcunt paid or incurred by a private foundation as a grant te an
indiwidual fer trawvel, study, or cther similar pu-poses by such indlvidial,
unless such grant satisfies the requirements ¢f subssction (g).

Section 4%45(gq) of the Code provides that secticon 4%45(4) (3} shall not apply
ta indiwvidual grants awarded on an eobjective and nondiscriminatery basis
pursuant ta a procedurs approved in advance 1f it fs5 demonstrated that:




{1l] The grant constitutes a scholarship or fellewship grant which is
gubject to the provisions of section 117(a) and is to bhe used for
study at an educational organization described in section
IO {1 (A {id);

(2] The grant constitutes a prize or award which is subject to the
provisions of section T7d4{b}, if the recipient of such prize or award
igs selected from the general public; or

i3] The purpose of the grant is to achieve a specific chijective, produce a
report or similar product, or improve or enhantce a literary, artistic,
musical, scientific, teaching, or other similar capacity, skill, or
talent of the grantee.

Section 53.4%45-4(c) (1) of the Regulstions provides that to secure approval,
& privare foundation must demonstrate that:

(i) Its grant procedure includes an objective and nondiscriminatory
gelecticon process;

[ii) Buch procedure is reasonably caleulated to result in performance by
grantees of the activities that the grants are intended to firance;
and

[1ii) The foundation plans to obtain reperts to determine whether the
grantees parformed actiwvities that the grants are intended to
finance.

Revenue Procedure T6-47, 14976-2 C.B, &70, sets forth guidelines to ke used in
determining whether a grant made by a private foundation under an enplover—
related program to a child of an employes of the particolar employer to which
the program relates is a scholarship grant that meets the provisions of
secticn 117ta) of the Code (as that szotion read bkefore the Tax Reform Act of
1986). If a privare foundation's program satisfies the seven condirions set
farch in Secticens 4.91 threugh 4.07 of Rew., Proc. T&-47 and mests the
percentage test described in Section 4.08, the Service will assume the grants
meeT the provisions of section 1:7(a), as that section read before the Tax
Feform Act of 1586,

Tou heve agreed that procedures in awarding grants under your program will be
ir compliance with Sectiens 4.01 through 4.07 of Bev. Prec. 76-47 (without
regard to the amendments to section 117 [a) made by the Tax Reform Act of
158&). In particular, the selecticn of indiwvidual grant recipients will ke
made by a selection committee the members of which are totally independent
and sepazaete fzrom the private foundation, the foundation's creator, and tne
relavant emplover. The grants will ner be used as a means of inducement to
recrult employees nor will a grant be terminated if the employee leaves the
employer. The recipient will niot be restricted in a course of study that
would be of particular benefit to the relevant employer or to the foundation.

Section 4.08 of Bev. Proc 76-47 provides a percentage test guideline. It
states in the casze of a program that awards grants to children cof employvess
=X a particular employee, the program meets the percentage test if either of
the following tests are met: the number cf grants awarded under that program
in any y¥ear to such children do not exceed 25 percent of the number of
employees’ children whoe were eligille, were applicants for such grants, and
were considered by the selection committes in selecting the recipients of
grants in that year, or the nunber of grants awarded under the program in any
year to such children does not excesd 10 percent <of the number of employees’
children who can ke shown to be eligikle for grants (whether or not they
submitted an application? in that wear.

Tow have agreed That your program will meet the reguirements of sither the 2%
percent or i0 percent percentage ftest of Section 4.08 applicable to a program
that awards grants to children of employees of a particular empleoyer,



Bercords should be maintained to show that you meet the applicable percentage
teat of Zection 4,08

This determination is issued with the understanding that in applying the 10
perocent test applicable to employees’ children set forth in Rew. Fros. 76-47,
yoir Will include as eligible only those children who meet the eligibility
standards described in Rev. Frog. #5=-51, 19%85-2 C.E. 717.

This determinaticn will remain in effect as long as the procedurses in
awarding grants under your program remain in compliance with Sections 4.01
through 4.08 of Rev. Proc.76-47 (without regard to the amendments to section
117{a) mads by the Tax Reform Ret of 1%86}. If you enter inte any other
program covering the same individepals, the percentage test of Rev., Proc, Ti-
47 must bhe met in the aggregate.

Based cn the information submitted and assuming your award preograms will be
conducted as proposed, your procedures for granting the awards comply with
the requirements contained in sectien 494509} (1} of the Code and that awards
granted in accordance with such procedures will not constitete “taxable
expenditures” within the meaning of zecticn 4%45(d)13).

In additicon, we have determined thsat awards made under your procedures are
excindanle from the gross income of the recipients subject to the limitations
provided by section 117 of the Code.

This determination is conditioned on the understanding that there will be ne
material change in the facts upon which it is based. It is further
conditiconed on the premise that no grants will ke awarded to foundation
managers, or members of the selection committee, or for a purpose that is
inconsistent with the purpose described in section 1700g] (2) (B of the Code.

The approval of your employer-related grant-making program is a cne-time
approval. This determination only covers the grant programs descrilbed above.
Thus, approval shall apply to subseguent grant programs only as long as the
standards and procedures under which they are conducted do neot differ
materially from those described in your reguest.

Any funds vou distribwte to individoals must be made on a true charitable
basis in furtherance of the purposes for which you are organized. Therefors,
you should maintain adequate records and histeries so that any or all grant
distributiens can be substantiated upon reguest by the Internal Revenue
Service.

This determinaticn is directed cnly to the organization that requested it.
Section 6110103 (3) of the Code provides that it may not be used or cited as a
precedent.

You must report any future changes in your grant making procedures. FPlease
keep a copy of this letter in your permanent reccerds,

If you have any gquestions, please contact the person whose name and telephone
number are shown abkove.

Sincerely youars,

Echert Choi

Director, Exempt Organizations
Rulings and Rgreements




